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VENPOWER LIMITED Tew 


Report to Shareholders 


On behalf of the Board of Directors, it is my pleasure to submit to you the annual 
report of your Company for the year ended June 30, 1978. 


It was a year of significant development highlighted by the entry of your Company 
into the trust industry. On June 30, 1978, the Company acquired virtually all of the out- 
standing shares of Macdonald-Cartier Trust Company from Phi International Inc. Mac- 
donald-Cartier is a newly incorporated trust company (having been incorporated on Novem- 
ber 30, 1977) with an aggressive management team whose goal is to become a factor in the 
industry very quickly. The emphasis of the Company will be on mortgage lending, property 
management and real estate marketing. 


A special dividend of 40¢ per share was declared on May 15, 1978, payable on October 
16, 1978 to shareholders of record as of May 31, 1978. 


On August 15, 1978, your Company disposed of all four of its remaining apartment 
buildings resulting in a net gain of $1,261,120. The Board had decided on this action after the 
cash return anticipated from the buildings had not been realized. 


Since the borrowing capacity of Ontario trust companies is determined by a multiple 
of the amount invested in its shares, an additional investment in shares of Macdonald-Cartier 
would substantially increase its borrowing capacity. Your Board decided that the investment 
of an additional $2,000,000 in shares of Macdonald-Cartier was warranted and accordingly 
such investment was made on October 31, 1978 increasing the total amount invested by your 
Company in shares of Macdonald-Cartier to $3,495,000. 


After payment of the dividend and the investments in Macdonald-Cartier, your 
Company still has substantial cash reserves available for future investment opportunities. The 
events of the last few months have set the foundation for excellent future growth of the 
Company. 


On behalf of the Board of Directors 


G. N. Farantatos 
Chairman of the Board 


October 31, 1978 


VENPOWER LIMITED 


CONSOLIDATED BALANCE SHEET 


ASSETS 


Cash and short-termiinvestimenmtser ase eenseeee terete eee eee e eee eee 
Rents receivable .ccccseasiehassdeconsdesso sess te cae onsen oaae eee Ree eee 
Duetrom Phi Internationals nem — NOteek meeenese eee eee 
Prepaid realty taxes and (deposits). 6.9.23. qecre neat eee eee 
Interést receivables cc..scl5ce reed ietacnesccheeesdeses cae eseteee ne were ee ee neers 
Mortgages receivable .......csdsxcsssansitesersense enuvasenet-ceosreret yaar ieee? 


Income-producing properties: 


Leann \acccecccpseeddases dive obeatestbsape cen sod gots snduutleosainsmesur catane epaeeaae tetas atten 
Buildings ..20ccceicosssek. soc ceg es seont tse dnae- See seeker ee tem eh ete ne ee 
Equipment y.:.....cs:ssntycts-noneateves sled dastesamseaaetadeseriseres gems cueey stoner 


Office furniture and equipment [y.c2.2.cs0..3- tees eee ee oe ee ee 
Leasehold improvements 7..:..2.<.secotssrs coset rote ener tere 


Less allowances for depreciation <21:..c.-tess ences tee eee ee 


LIABILITIES 


Accounts. payable.and accrued liabilities 2a. eee see eee 
Due to Phi International Inc. => Note Fie 22 eee 
Income’ taxes, payable... cc.h2)c,.ectecaseecsss cess eeyeeee eee tenes eee ee eee 
Unearned: rental income: 22. ae, .cgtc2. tae tee cent ee 
Dividends payable*— Note:G: Qacia csc eee 
Mortgages payable = Note C tsvnc.gtee een ee ee ee 


DEFERRED INCOME TASES icceccenceccecceee cet corer eee ee eee 
MUINORITY “INTEREST «.<.J-scvs.cctecossssncttnesstoceeee cece ee ee 


SHAREHOLDERS’ EQUITY 


Capital stock: 
Authorized 10,000,000 shares without par value 


Issuedand fully paid 4,985,511 shares qaeese ee ee 
Contributed surplus 2.50 o.ce.ceccsneres reece 


Retained earnings 


Approved on Behalf of the Board: 


Lp tilbe. , Director 


See notes to consolidated financial statements 
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June 30 
eee Ee es 
$ 1,185,703 8 1,217,268 
10,278 3,143 
3,049,769 —0— 
38,238 J9;409 
24,619 8,219 
22099 2,020,000 
1,556,000 1,556,000 
5,187,506 9,174,245 
192,604 172,639 
6,936,110 6,903,084 
L037 22 —0— 
15,500 —0— 
6,962,332 6,903,084 
236,730 LOE SAS 
6,725,602 6,748,367 
$13,413,608 $10,056,006 
$ 210,538 b 119,709 
—0— 45,723 
SHAY: Gene de 
32,520 1049 
1,194,204 —0— 
7,137,098 3,482,862 
8,584,112 5,710,478 
311,000 226,000 
5,000 —0— 
4,463,070 2,968,070 
Ay 014 IRE: 
4.913.296 4,119,526 
$13,413,608 $10,056,006 


VENPOWER LIMITED 


CONSOLIDATED STATEMENT OF EARNINGS 


~ 1978 1977 
REVENUE: 
Ren tai inco mic. ae eet oc eer en ae et ee, che ah Wee ot, $ 1,423,387 § 1,889,365 
TRC er es Bie ed erm tetera ous Oey po svat RMN anv Vacca eaten ican deress 305,239 24,507 
1,728,626 LG13,872 
OPERATING EXPENSES: 
INTOPE RAG OUI LELESU sree ats ce laees eet ence aan me eee eR eee ee eet eecio arb 459,836 497,09) 
CARE ET AROS 5 tse lice et Ales fs ech er Me a ht ee ee te a 291,668 395020 
LEU UIST Aa cs arert ens Rene ene Re Tae, SAN yc Peer RC ame nae eee a 178,589 i a2 
Repairs and ‘maintenan ces de. 7 seers eee ne ees pee eters 126,882 MRR Ea 
Ware eseand (Den etits iin k san case eee eke Aan eee oid, 122,508 
INU WRENS LESBO SS Chia TeX Ooo, Eee ncth es Re ON CRORE RC mache Mate easto ache Saad Reema en SAeoe on 70,207, D3 42 
| BLSS OTA FEW ATG) Grats ic SeR ee nen rent den a A Mun A Sala ae eer 82,013 77,047 
1,308,422 Rew REN 
HEAD OFFICE EXPENSES: 
AMM OATy FIM TERESE 24. ho, tedster cesta ere: ane erates nc nase Meee, Poe ea eee 64,146 70,305 
Operating angdeadministravive gucassee cone cee ne Coenen eran oe DO;Ol BY ,297 
IPTOLESSTOMALELE CS eene oh arate sooca secrete eee oR ea ate ee 53,246 29,915 
Pretessional fees; on refinancing of mortgages) (ote cs<sccqrseccserecrecssee+-oo 16,302 ZO TL 
Salamaesean Gy benenit Sects eeeeecs ocak eee ee ree ee eee en eee eee 36,527 RONG 
224,032 190,464 
1,532,454 1,807,565 
EARNINGS BEFORE INCOME TAXES AND EXTRAORDINARY ITEMS 196,172 106,307 
INCOME TAXES: 
ORB RET aN ae sar Ae a Sr cae neat ai Oh aE eae aA tatenrtard Se steeorcoeeSuNSe abe e 18,000 ==) 
Deferred Wiese Mieggecise yess eeteatccnsaitesersts svngcamacpntciges<faibansasteneteads tusevessensnpnaenbebande 85,000 49, 000 
103,000 49,000 
EARNINGS BEFORE EXTRAORDINARY ITEMS 93,172 OOF & 
EXTRAORDINARY ITEMS: 
Gain on disposal of income-producing properties — Note B ............. —0— 91,078 
Reduction in income taxes due to realization of loss carry forward .. —0— 23,000 
NET EARNINGS FOR THE YEAR $ 93172 Bb. AZL,385 
BASIC EARNINGS PER COMMON SHARE: 
Before Extraordinary VeCIMSM as aesseses.ws aegddorneeeresUees se seusntesepeslouseacsdess 3.12¢ i 
INet earnings for the: year fa. crr.Jc.csconcmesnsctuai inde vaaediensnenedecsbatlditensacdowautdats . 3.12¢ 5.746 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Retaitied carningsate beginning Of Ear Wer. sive csvvecs stun tiereenanvseneantus cates $ 1,103,544 
Net Garin inves: fOr Stet y Call ee oe eee ee seotttes cack cas eos eceeonteavaaar cetavusnees Gosl7z 
Dyivicericl gm tener cect eee atte eae ar cet. eat par vant eee ocecieni neath crs tusah eaves nade (1,194,204) 

RETAINED EARNINGS AT END OF YEAR $ 2512 


See notes to consolidated financial statements 


o 932,159 
171,385 
=o 


VENPOWER LIMITED 


CONSOLIDATED STATEMENT OF SOURCES AND USES OF CASH 


SOURCES OF CASH: 


From operations: 
Earnings: before extraordinary tems, sic. ..cpatceeeaeceesccstesacsterespmeness 
Provision for depreciation \.2:..ca..cnactedscesnteengnsneetenessassensateceteonteeseess 
Deferred: Income taxes \...c.c.c-0:50-cssesreeseenl ener re aenceeeeeege 


TOTAL FROM OPERATIONS 


Extraordinary items before deferred’ taxesiy..,..c07 tener mee ee ee 
Increase in mortgages payablevi....e eee eee ese ee ere 
Disposal of income-producing Properties = ic.veseesecsdsyantctrsetn-srarereuer: 
Decrease in rents*receivable <iyceerteeee 
Increase in-amount due to. Phi Internationaliines s.r ee 
Decrease’in prepaid realty taxes and ‘deposits\r.:cecsseecstetee teens eeee 
Increase in accounts payable and accrued liabilities ..........0......000 
Increase in income taxes payable 2s ee 
Increase in unearned rental imcomae cicssctesecc eens 
Proceeds from issue of ‘capital stock ‘assess ceteceerstegesereeaceene aera 
Increase: in minority-interest 222. c2eeeese ee eee eee ee eee 


USES OF CASH 


Mortgages recenvalble. 2:lc..3.ccceecccxcnceseececee cere ee 
Additions: tontixed Assets. eres eer nee eee eee eee ceecenneee 
Disposal: of{mortgages payables.- 2 ere ee eee 
Repaymentiof bank loam: wre.cct.cecensosze ooteeaseeetnn eon ee are eae een eae 
Inmerease im rents) rEcelvia bleaessssesseee ease eee 
Increase ins amount due from) Phi International lmcwe see eee 
Interest (receivablemny 5 fecal cicessescaco ore ee 
Decrease in accounts payable and accrued liabilities 
Decrease in incomettaxes payable tis. 25e.aen eke eee eee eee 
Decrease in unearned rental income 


TOTAL USES OF CASH 
INCREASE (DECREASE) IN CASH 


CASH AT END OF YEAR 


Cash at beginning of year 


See notes to consolidated financial statements 


$ 


Year Ended June 30 


1978 


260,185 


= (Ss 
1,654,216 
0S 
uh 
A 
171 
90,829 
et 
575 
1,495,000 


5,000 


3,505,976 


339,399 
59,248 

=)= 

z= () 
6,535 
3,093,492 
16,400 

—()= 
29.467 

= (= 


3,537,541 


(31,565) 
1,217,268 


$ 


MST 


D1AG07, 
Fi,047 


49,000 


WEI0F 


137,078 
1,419,778 
4,753,230 

20,040 
69,970 
13,409 
eai()i = 
3,184 
ss 
Peay ee 
Abs 


6,600, 043 


2,020,000 
11a 
2,500,092 
785,000 

=) 

==) = 
8,219 
28,684 

= (= 
37,184 


DII0 920 


1,209,717 
7,551 


$ 1,185,703 


8 1,217,268 


VENPOWER LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


NOTE A — ACCOUNTING POLICIES 


The consolidated financial statements include the accounts of Venpower Limited and its subsidiary 
company Macdonald-Cartier Trust Company (see Note D). 


The Company’s accounting policies and its standards of disclosure are in accordance with the 
guidelines set out in the research study of the Canadian Institute of Chartered Accountants 
“Accounting for Real Estate Development Operations”. 


Depreciation is recorded on income-producing properties using the sinking fund method, whereby 
depreciation on the building cost is based on an estimated life of 35 years, initially at the rate of 1.1% 
per year, increasing at a rate of 5% compounded annually. No depreciation is recorded in the year of 
disposal of income-producing properties. 


Depreciation on equipment of income-producing properties is recorded using the straight-line method 
based on an estimated life of 10 years. Equipment replacements and renewals are expensed. 


Unearned rental income represents the last month’s rent or security deposit paid in advance by all 
tenants. he Company accrues 6% interest on unearned rental income. 


The Company follows the tax allocation method of accounting for income taxes under which full 
allowance is made for such taxes on all reported income. Deferred taxes arise from timing differences in 
claiming capital cost allowance in excess of depreciation and claiming property taxes as paid rather 
than as expensed. 


NOTE B — CONTINGENT LIABILITY 


During the year ended June 30, 1977 the Company disposed of two income-producing properties. 
Income taxes have been provided by the Company at capital gains rates of approximately 25%. Should 
this transaction be assessed as income in nature, income tax expense for the year ended June 30, 1977 
would increase by $30,000 and in addition, the reduction in income taxes due to the Company’s 
application of its available capital loss carry-forward would not have been realized in that year. These 
adjustments would result in a decrease in net earnings for that year and a corresponding decrease in 
retained earnings for the years ended June 30, 1977 and 1978 of $53,000. 


NOTE C — MORTGAGES PAYABLE 1978 1977 


North American Life Assurance Co. first mortgage loan on land and 
buildings, with blended monthly payments of $14,921 (principal 
And mterest —= 9.075) through March 10199 7 er css. csaeareeasac $1,683,634 $1,696,647 


Montreal Trust Company first mortgage loan on land and buildings 
with blended monthly payments of $22,369 (principal and 
miterest — 97%) through Julysl, VOGT 5 iin ccse-npecsuis teeta ntsanase-nardse Zo0leeco 2,600,000 


United Dominions Investments Limited second mortgage loan on 
land and buildings in the blended monthly payments $18,377 
(principal and interest — 12%) through May 30, 1981 ............... 1,700,000 =)= 


Lehndorff Management Limited second mortgage on land and 
buildings disposed of in 1977, secured by payments on a 
mortgage receivable. No principal payment until maturity at 
July 31, 1980. Interest was charged at 9% until July 31, 1977 and 
thereafter at the greater of 2% above the prime chartered bank 
Lemidinig vate 1Or 10 7a crceeccsctonenanuece ermine tate ereseetnonstete sueetesncereervincetes: Le GOL259 1,186,235 


$7,137,098 $5,482,882 


NOTE D — ACQUISITION 


Effective June 30, 1978, the Company acquired 99.7% of the outstanding shares of Macdonald-Cartier 
Trust Company from Phi International Inc. The trust company was incorporated on November 30, 
1977 under the laws of the Province of Ontario and commenced operations on June 21, 1978. 


As of June 30, 1978, the assets and liabilities of Macdonald-Cartier Trust Company had fair values 
which were equal to their book values. The acquisition has been accounted for by the purchase method. 
Details of the acquisition are as follows: 


Net assets acquired: 


Cash and term deposits ...c.ccccccstecsteast sasceactactesdstensacededsausantannatecnces si astacaseneners gate am $1,164,394 
Mortgages and other receivables net of accounts payable ................:.:ccecceseeseeeseees 309,384 
Furniture, fixtures and leasehold improvements <.2.00cc.5cs01200e-ee ee 26,222 
1,500,000 

Minority interest ...0....ihe.cccsssnsansascaaeeses saastese wast sapsniccasiassaeaneer tas eaareacoces date gear sea matee 5,000 
$1,495,000 


Consideration given: 
2,000,000 shares of capital stock of Venpower Dimited = 0)... eye ce eases ee $1,495,000 


NOTE E — RENT REVIEW 


The Company is subject to rent review legislation. The Company is not aware of any pending hearings 
or appeals relating to this legislation. It is the opinion of management that rents proposed by them will 
not be materially altered by Rent Review Board decisions or by appeals. Since the total income of the 
Company is from rental properties, it is not subject to Anti-Inflation regulations. 


NOTE F — AMOUNT DUE FROM PHI INTERNATIONAL INC. (Parent Company) 


The amount due from Phi International is comprised of the following: 


Interest bearing loaris 22. 22.gectaee ence aceasta nec c eee eee ae ane oe oe $2,775,000 
Current ACCOUNT 4... Re ie cee eRe nee 274,769 
TOTAL AMOUNT DUE FROM PHI INTERNATIONAL INC. $3,049,769 


The amount due from Phi International Inc. bears interest at 1112% per annum. 


NOTE G — DIVIDEND PAYABLE 


The Company has declared a dividend of 40 cents per share payable October 16, 1978 to shareholders 
of record as of May 31, 1978. As of May 31, 1978 there were 2,985,511 shares issued and outstanding. 


NOTE H — SUBSEQUENT EVENT 


On August 15, 1978 the Company disposed of all four of its income-producing properties. Details of this 
transaction were as follows: 


Net proceeds ..cpcsucrstetes ssnonessvedshis Setetsgrds ae SUOUN eula pone gee ets 9 $8,457,000 
Net book. value of properties «, :..c.csjasct cnacten neti gees eo et re 6,699,380 
GAIN ON DISPOSAL BEFORE INCOME TAXES 1,757,620 

Provision for income taxes: 
CUITEN. sais seat owwsien0ilscaocg send cucsa Ghat teiece thee seine ces 360,500 
Deferred \icactitdisdissccs tits cehniatstdn de cesteatstas. Cee Cn 136,000 
496,500 


NET GAIN $1,261,120 


The purchaser has assumed the balances of the Montreal Trust Company and North American Life 


Assurance mortgages. In addition, the Company has taken back a blanket mortgage of $3,708,868, 
bearing interest at 8%% per annum. 


Income taxes as shown above have been calculated at capital gains rates of approximately 25%. Should 
this transaction be assessed as income in nature, the current taxes on this transaction would increase by 
$53,000 and deferred taxes by $373,000. The effect of this would be to reduce the gain reported above to 
$835,120. 


NOTE I — INFORMATION REQUIRED UNDER THE CANADA CORPORATIONS ACT 


1978 PalOT IM 
INuim berm OfsCITeECtOrs sae ee cee eee ro eae ewe 5 5 
INTIME ESOL OL NCCLS ico ee tee eee ae oe eS, Cee een ee ese 3 2 
Numiberfof officers who. are also CirectOrs 4s. sescsceosecsees-veee ees eseesees xz aoe 3 2 
FNEMMNEEATION- OF OL 1Gers aS:OlNCers seen ee $55,000 $28,254 
emunerationsor directors as Cirectors 2.0... eae ee eee =()= —0— 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


To the Shareholders 
VENPOWER LIMITED 


We have examined the consolidated balance sheet of Venpower Limited as at June 30, 1978 and the consolidated 
statements of earnings, retained earnings and sources and uses of cash for the year then ended. Our examination was 
made in accordance with generally accepted auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the consolidated financial position of the Company as at 
June 30, 1978 and the consolidated results of its operations and sources and uses of cash for the year then ended in 
accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


August 29, 1978. Chartered Accountants 


VENPOWER LIMITED 


DIRECTORS 


OFFICERS 


TRANSFER AGENT 
& REGISTRAR 


SOLICITORS 


AUDITORS 


LISTING 


TORONTO, CANADA 


WILLIAM BAKER 
GERRY FARANTATOS 
MORTON GELBER 
BERNARD KAMIN 
CARL MURANSKY 


GERRY EARANTAT © Siete cee eee eee Chairman of the Board 
MORTON: (GELBER? vie peteos neice eee eee President 
CARL MURANSIY: 5 goer ee ee eee eee Secretary- Treasurer 


CANADA PERMANENT 


TRUST COMPAINW see pee ere 20 Eglinton Ave. W., Toronto 
WETR &) FOULDS say eeg rector eta coe eee 5330 Uniwersity Ave., Toronto 
ERNST?’ 6c ERNST eee eee Commerce Court West, Toronto 


NORONLOMTOCK EX GEAN Gi eee ee 234 Bay St., Toronto 
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